
IN RE:

BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2000-366-A - ORDER NO. 2011-388

MAY 26, 2011

Chem-Nuclear Systems, LLC - Application )

for Approval of Allowable Costs (1 st Filing) )

Application for Adjustment in the Levels of )
Allowable Costs and for Identification of )

Allowable Costs (2nd Filing and After) )

ORDER APPROVING

AND IDENTIFYING

ALLOWABLE COSTS

I. INTRODUCTION

This matter comes before the Public Service Commission of South Carolina (the

"Commission") by way of the Application of Chem-Nuclear Systems, LLC, a subsidiary

of Duratek, Inc. ("Chem-Nuclear" or the "Company"), dated September 30, 2010 (the

"Original Application"). By its Original Application, Chem-Nuclear sought an

adjustment in the levels of certain allowable costs for Fiscal Year 2009-2010, which the

Commission had previously identified, and for the identification of allowable costs for

Fiscal Year 2010-2011, all of which are associated with the operation of the Company's

regional low-level radioactive waste disposal facility located in the vicinity of Barnwell,

South Carolina (the "Barnwell Facility"). The Application was .submitted pursuant to the

pertinent provisions of the Atlantic Interstate Low-level Radioactive Waste Compact

Implementation Act (the "Act"), which is codified as S.C. Code Ann. §§ 48-46-10, eat.

se_se__q.(Rev. 2008 & Supp. 2010). On March 9, 2011, the Company filed and served an

Amended Application which proposed certain revisions in the information contained in
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the OriginalApplicationto reflect theCompany'sreconciliationof certainissueswith the

Office of RegulatoryStaff ("ORS").

The Act establisheda comprehensiveeconomicregulatoryprogramand governs

the relationshipbetweenthe Stateof SouthCarolinaand operatorsof facilities for the

disposalof low-level radioactivewaste. Among otherthings,theAct providesfor South

Carolina's membership in the Atlantic Interstate Low-Level Radioactive Waste

ManagementCompactCommission(the "Compact Commission"),and authorizesthe

mannerin which SouthCarolinaparticipatesin the CompactCommissionwith theother

two memberstates,ConnecticutandNew Jersey.S.C.CodeAnn. § 48-46-20(Rev.2008

& Supp.2010).

The Act fixed a scheduleof annuallydecliningmaximumvolumesof low-level

radioactivewastethat a disposalfacility in SouthCarolinamay acceptfrom generators

within andwithout the CompactCommission'smemberstates.S.C.CodeAnn. § 48-46-

40(A)(6)(a) (Rev.2008 & Supp.2010). Startingon July 1, 2008,the Bamwell Facility

was limited to acceptingwasteexclusively from generatorsin South Carolina, New

Jersey,andConnecticut(thethreeCompactCommissionstates).

In addition, the Act empoweredthe SouthCarolinaBudget and Control Board

(the"Budget andControlBoard") to fix theratesthat anoperatorof a disposalfacility in

SouthCarolinamaychargegeneratorsfor disposalof their low-level radioactivewaste.

The Act fixed fees for various purposesand provided for the dispositionof revenues

producedby the operationof disposalfacilities subjectto the Act. TheBarnwell Facility

is theonly disposalfacility for low-level radioactivewastein SouthCarolina.
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Under the Act, the Commissionhasthe responsibilityto identify the "allowable

costs" of a disposalfacility operator. S.C.CodeAnn. § 48-46-40(B)(1)(Rev. 2008).

"Allowable costs" are "costs to a disposalsite operatorof operatinga regionaldisposal

facility," andthey "are limited to costsdeterminedby standardaccountingpracticesand

regulatoryfindings to be associatedwith facility operations." S.C.CodeAnn. § 48-46-

30(1)(Rev.2008). TheAct providesthat "allowablecosts"expresslyincludethecostsof

certain specifically identified activities necessaryin the operation of a low-level

radioactivewastefacility. S.C.CodeAnn. § 48-46-40(B)(3)(a)through(n) (Rev.2008).

Section48-46-40(3)alsoprovidesthat"allowable costs"include"any othercostsdirectly

associatedwith disposaloperationsdeterminedby [the Commission]to be allowable."

The Act excludesfrom identificationas"allowable costs"the costsof certainexpressly

listed activitiesand"any othercostsdeterminedby [the Commission]to beunallowable."

S.C.CodeAnn. §48-46-40(B)(3)(Rev.2008).

The Act entitles a disposalfacility operatorto recover an operatingmargin of

twenty-ninepercent(29%). This operatingmargin is authorizedfor thetotal amountof

all identified "allowable costs," excluding allowable costs for taxes, licensing, and

permitting fees which the operatoris requiredto remit to governmentalentities. S.C.

CodeAnn. §48-46-40(B)(5)(Rev.2008).

The level of "allowable costs" and the statutory operatingmargin affect the

amountof annualrevenuethat a disposalfacility operatorremits to the Stateof South

Carolina. At the endof the fiscal year,the operatorpaysthe SouthCarolinaDepartment

of Revenueanamountequalto thetotal revenuethat theoperatorhadreceivedfor waste
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disposalservicesduring the fiscal year, reducedby the operator'sidentified "allowable

costs,"andreducedfurtherby the twenty-ninepercent(29%) statutoryoperatingmargin

on the"allowablecosts"undertheAct, andreducedfurtherby paymentsthattheoperator

madeduring the fiscal year for reimbursementof certainadministrativecostswhich the

Budget and Control Board, the Commission,the State Treasurer,and the Compact

Commissionhaveincurred for the conductof thoseagencies'functionsin administering

theAct. S.C.CodeAnn. §48-46-60(B)and(C) (Rev.2008).

The Act providesthat the operatorof a low-level radioactivewastedisposalsite

may apply to the Commissionfor adjustmentsin the levelsof "allowable costs" which

the Commissionhadidentified for the previousfiscal yearandfor identificationof costs

which the Commissionhad not previously identified as "allowable costs." S.C.Code

Ann. § 48-46-40(B)(4)(Rev.2008). Upondispositionof the issuesin anapplication,the

Act requirestheCommissionto authorizethe siteoperatorto adjustits "allowable costs"

for the currentfiscal year to compensatethe siteoperatorfor revenues"lost" during the

previous fiscal year (that is, the difference betweenthe level of "allowable costs"

previouslyidentified and the level of "allowable costs" identified upon approvalof the

application). Id.

Chem-Nuclearfiled its Original and AmendedApplications in this proceeding

seekingto be compensatedfor the differencebetweenthe level of "allowable costs"

which the Commissionidentified in OrderNo. 2010-435and the amountof suchcosts

that the Companyactuallyexperiencedin theFiscalYear2009-2010. TheOriginal and

AmendedApplicationsalsosoughtidentificationof the Company's"allowablecosts"for

FiscalYear2010-2011. Chem-Nuclearsoughtcompensationfor the Companyfor those
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"allowable costs" incurred in FiscalYear2009-2010wherethe actualcostswere more

than those identified and approvedin OrderNo. 2010-435. AmendedApplication for

FiscalYear2010-2011,¶¶ 11-14andExhibit A to theAmendedApplication.

Upon receiptof the Company'sOriginal Application, the Commission'sClerk's

Office directedChem-Nuclearto publish a Notice of Filing, advisingthe public of the

submissionof the Original Application and of the mannerin which interestedpersons

might intervene or otherwise participate in this proceeding. Chem-Nuclearfiled

affidavits of publicationwhich demonstratedits compliancewith the instructionsof the

Clerk's Office.

The Act specifies certain agenciesto be parties of record in proceedingsfor

identificationof "allowablecosts"beforetheCommission.Thosepartiesare: theBudget

andControlBoard,the ExecutiveDirector of theORS,andthe AttorneyGeneralfor the

Stateof SouthCarolina. S.C.CodeAnn. §48-46-40(B)(9)(Rev.2008). In addition,the

CompactCommissionand the SouthCarolinaDepartmentof Healthand Environmental

Control ("DHEC") have the discretion under the Act to participate as parties. Id.

Pursuantto theprovisionsof S.C.CodeAnn. § 58-4-10(B)(Rev.2008),ORSrepresents

"the public interest"in proceedingsin this Docket.

On April 13, 2011,the Commissionheld an evidentiaryhearingwith respectto

the issuesin the Company'sAmendedApplication. The HonorableDavid A. Wright,

Vice Chairman,presided. JoshMinges,Esquire,servedasAdvisor to the Commission.

Appearanceswereas follows: RobertT. Bockman,Esquire,representedChem-Nuclear;

JeffreyM. Nelson,Esquire,representedORS. SouthCarolinaElectric& GasCompany

("SCE&G") was representedby K. Chad Burgess,Esquire, and Bonnie D. Shealy,
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Esquire, appearedon behalf of the Compact Commission.The Budget and Control

Board, DHEC, Duke Energy Carolinasand the Attomey Generaldid not appearor

participatein the hearing. ProgressEnergyCarolinas,Inc. ("ProgressEnergy"), which

hadintervenedandjoined in the settlementof the issuesin thiscase,did not appearatthe

hearing.

Chem-Nuclear,SCE&G, ProgressEnergy, the CompactCommissionand ORS

enteredintoa SettlementAgreement,datedApril 6, 2011,by whichtheyresolvedvarious

issuesraisedin theOriginal Applicationandduringtheauditwhich ORSconducted.The

SettlementAgreementwas filed with the Commissionon April 6, 2011,andwasentered

in the record of this proceedingasHearing Exhibit No. 1. The SettlementAgreement

includesan AttachmentA which consistsof the "Examination Report for DocketNo.

2000-366-A" (includingExhibits A andAA thereto)preparedby ORSand datedMarch

16,2011.

At the hearing,Chem-Nuclearpresentedthetestimonyof onewitness,JamesW.

Latham, who presentedhis testimonyand answeredquestionsfrom the Commission

regardingthe future operationof the Barnwell facility, safetyand security issuesat the

facility, andChem-Nuclear'sconversionfrom its previousCostpointaccountingsystem

to the current Oracle accountingsystem. ORS presentedDaniel Sullivan, who, in

responseto questionsfrom the Commission,confirmed the changein the accounting

systemand recommendedits approvalby the Commission. At the conclusionof the

hearing,therecordremainedopenfor Chem-Nuclearto submitadditionalinformationfor

the Commission'sconsiderationconcerningthenewly adoptedOracleaccountingsystem,
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to bemadea part of the recordin this docketasHearingExhibit No. 3. HearingExhibit

No. 3 (JML-2) detailing the cost of the Oracleaccountingsystemwas filed with the

Commissionon April 18,2011. Therecordof this proceedingconsistsof thepleadings,

the Commission'snotices,thetranscriptof oral testimony,andthree(3) hearingexhibits.

II. DISCUSSION OF ISSUES

All of the issuesrelatingto the identificationof "allowable costs"for FiscalYear

2009-2010and for FiscalYear2010-2011wereresolvedamongthe partiesor were not

contestedin theevidenceor positionsof theparties. Consequently,theCommissionwill

discussthe issuesin generalto reflect our relianceupon the evidentiaryrecordfor the

findingsandconclusionsin this order.

A. "Allowable Costs" for Fiscal Year 2009-2010

In accordance with the provisions of the "Collaborative Review of Chem-

Nuclear's Operations and Efficiency Plan" ("OEP"), approved in Order No. 2004-349 for

use in these "allowable cost" proceedings, Chem-Nuclear's Original Application and

Amended Application separated costs into three (3) categories of costs: fixed, variable

and irregular. See Hearing Exhibit No. 2, Amended Exhibit C and Hearing Exhibit No. 1

(ORS Examination Report, Exhibit A). As recognized in Order No. 2004-349, the OEP

was valid for use as a "baseline for establishing a method for identifying 'allowable

costs.'" Order No. 2004-349, p. 17.

1. Fixed Costs for Fiscal Year 2009-2010

Chem-Nuclear separated its fixed costs for Fiscal Year 2009-2010 into several

general categories: labor and fringe costs, non-labor costs, corporate allocation of general



DOCKET NO. 2000-366-A- ORDERNO. 2011-388
MAY 26, 2011
PAGE8

andadministrativeexpense,equipmentleasesandsupport,depreciation,andinsurance,as

well asthose fixed costsfor which the statutoryoperatingmargin wasnot applicable.

The Company's operating expense for that period resulted in total fixed costs of

$2,705,618,which Chem-Nuclearactually incurred. Hearing Exhibit No. 2, Amended

Exhibit A, p. 1. Sincethetotal fixed costsincurredfor 2009-2010weregreaterthanthe

level of fixed costs anticipated in Order No. 2010-435,the Companyproposedan

adjustmentof $72,955abovethe previously identified allowable fixed costsfor Fiscal

Year2009-2010.ORSExaminationReport,Exhibit A; HearingExhibit No. 2, Amended

Exhibit A, p. 1. The recordsupportsthe identificationof $2,705,618asfixed "allowable

costs"for FiscalYear2009-2010.

2. VariableMaterialCostsfor Vaults for FiscalYear2009-2010

The actualcostsfor vaultsarepredicatedon a numberof factors,including the

sizeandshapeof wastepackagesandthenumberandsizeof vaultsrequiredfor disposal.

(LathamTestimony,p. 12). For FiscalYear2009-2010,Chem-Nuclear'sactualcostsfor

disposalvaultswere $319,670. HearingExhibit No. 2, AmendedExhibit A, p. 3. The

evidencesupportstreatmentof thatamountof thoseactualcostsas"allowable."

3. Variable Labor CostsandNon-Labor Costsfor Fiscal Year2009-

2010

Order No. 2010-435 determinedvarious categoriesof rates applicableto the

following: purchase,inspectionandplacementof disposalvaults,handlingof thevarious

classesof waste shipments,slit trench offioad operations,customerassistance,and

schedulingof wasteshipmentsandmaintenanceof disposalrecords.HearingExhibit No.

2, AmendedExhibit A, p. 2. Accordingto therecord,the variableLaborandNon-Labor
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ratesareassociatedwith severalindependentvariables. (Latham,p. 11). TheCompany

incurredactualvariable laborand non-laborcostsof $90,798in FiscalYear2009-2010,

which the Companyhasrequestedto be includedin this categoryof costsfor FiscalYear

2009-2010. Id. The record supportstreatmentof that amountof thoseactualcostsas

"allowable."

4. IrregularCostsfor FiscalYear2009-2010

Irregularcostsincludecostsfor projectsthatarenonrecurringannuallyor varying

costsfor projectswhich continuefor more than a year. (Latham,p. 131).The record

containsdescriptionsof eachproject andthe actualcoststhat Chem-Nuclearincurredfor

themin FiscalYear2009-2010. Id.; HearingExhibit No. 2, AmendedExhibit B. At the

dateof the issuanceof OrderNo. 2010-435,not all of the irregularcostsfor FiscalYear

2009-2010wereknownandmeasurable.(Latham,p. 14). Theevidencehereestablishes

that Chem-Nuclear incurred actual irregular costs for Fiscal Year 2009-2010 of

$1,159,020. Hearing Exhibit No. 2, AmendedExhibit A and Hearing Exhibit No. 1,

Exhibit A to AttachmentA. Of this amount,$972,655was incurredfor the disposalof

four large steamgenerators(large components)from one of the CompactCommission

utilities in March2010. HearingExhibit No. 2, AmendedExhibit A, p. 4. The record

supportstreatmentof $1,159,020of actualcostsas"allowable."

B. Proposed "Allowable Costs" for Fiscal Year 2010-2011

Chem-Nuclear's Amended Application and the evidence in the record presented

"allowable costs" to be identified for Fiscal Year 2010-2011, separated into the three (3)

cost categories that were described in the Collaborative Review of the OEP and adopted
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in OrderNo. 2004-349.

1. Allowable FixedCostsfor FiscalYear2010-2011

Chem-Nuclearproposedtotal fixed costs of $2,757,848to be identified as

"allowable costs" for Fiscal Year 2010-2011. That amountwas basedon actualfixed

costsincurredin FiscalYear2009-2010,with appropriateadjustmentsfor inflation asthe

Commissionhaspreviouslyapproved,or wasbasedon actualfixed costsincurredduring

the monthsof July 2010throughDecember2010,andin anticipationof continuinglegal

expensesrelatedto the licenserenewalappealprocess. (Latham,p. 14). Thetotal fixed

costs for Fiscal Year 2010-2011 include $207,407,to which the statutory operating

margin is not applicable. Hearing Exhibit No. 2, AmendedExhibit C and Hearing

Exhibit No. 1,Exhibit AA to AttachmentA.

2. Allowable IrregularCostsfor FiscalYear2010-2011

Chem-Nucleardescribedgeneralcategoriesof projectswith estimatedtotal costs

of $187,654,which it categorizedasirregularcostsfor FiscalYear2010-2011.(Latham,

p. 14).

3. VariableMaterialCost (Vaults)Ratesfor FiscalYear2010-2011

For FiscalYear 2010-2011,Chem-Nuclearproposedvariablematerialcost rates

for eachcategoryof wastereceivedbasedupontherateswhichwehadapprovedin Order

No. 2010-435for FiscalYear2009-2010,asadjustedfor a nominalinflation rateof two

percent(2%). (Latham,p. 14).

4. VariableLaborandNon-LaborRatesfor FiscalYear2010-2011
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For FiscalYear 2010-2011,Chem-Nuclearproposedratesfor variablelabor and

non-laborcosts. Hearing Exhibit No. 2, AmendedExhibit C. Thoseratespertainedto

five (5) categories: vault purchaseand inspection(pervault); ABC wastedisposal(per

shipment); Slit Trench Waste Operations (per offioad); customer assistance(per

shipment);andmaintenanceof trenchrecords(percontainer). The rateswerebasedon

therateswhich weapprovedin OrderNo. 2010-435,adjustedfor a nominalinflation rate

of two percent(2%). Id.

III. FINDINGS AND CONCLUSIONS

1. The Public Service Commission of South Carolina is authorized and

directed by S.C. Code Ann. §§ 48-46-40(B), et se__q.(Rev. 2008 & Supp. 2010) to identify

allowable costs for Chem-Nuclear's operation of a regional low-level radioactive waste

disposal facility in South Carolina. The facility is located in Bamwell, South Carolina.

2. Chem-Nuclear has operated the disposal site continuously since 1971

without interruptions. Undisputed amounts in Chem-Nuclear's accounts that will herein

be identified and approved by this Commission as "allowable costs" for Fiscal Year

2009-2010 are included in Appendix A, which is attached to this Order.

3. Further, we approve and identify as "allowable costs" for Fiscal Year

2010-2011 the individual figures and the sum of $2,945,502 in fixed and irregular costs,

as reflected in Appendix B, which is attached to this Order.

4. We further approve the variable cost rates for Fiscal Year 2010-2011, as

those costs and rates are depicted in Appendix B, which is attached to this Order. The

actual expense in the variable cost category will be dependent on the actual volumes and
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classesof wastereceived. The rates in Appendix B areappropriatelydocumentedand

supportedby evidencein therecordof this proceeding.

5. Finally, we find that the Oracleaccountingsystem,as implementedby

Chem-Nuclear,accuratelyreflects financial transactionsand authorizethe Company's

continueduseof this system. In accordancewith ourpreviousruling in OrderNo. 2001-

499,however,we remindChem-Nuclearthat anychangesin the Company'saccounting

system(s)requiretheprior authorizationof this Commission.

6. Chem-Nuclearshall continueto submitmonthly reportsof variable cost

datato theCommissionasrequiredby CommissionOrderNo. 2001-499.

7. This Ordershall remainin full forceand effectuntil further Orderof the

Commission.

BY ORDEROF THE COMMISSION:

Johl_E.Howard,Chairman

ATTEST:

DavidA. Wright, Vice Chairm_n
(SEAL)
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APPENDIX A - Order No. 2011-388
Docket No. 2000-366-A

May 26,2011
Page 1 of 2

Chem-Nuclear Systems, LLC
Allowable Costs

Fiscal Year Ending June 30, 2010

Description

Fixed Costs

Fixed Labor, Fringe and Non-Labor Costs
Depreciation
Insurance
Equipment and Leases and Support
Corporate G&A
Legal Support*

Total Fixed Costs

Variable Costs

Vault Costs
Variable Labor and Fringe**

Total Variable Costs

Irregular Costs

Total Irregular Costs

Total Allowable Costs

Allowable Cost

$1,344,161
$65,83O

$422,721
$133,505
$536,061
$203,340

$2,705,618

$319,670
$9O,798

$410,468

1,159,020

$4,275,106

* Not subject to statutory operating margin.

**Categories of costs include: Vault Purchase and Inspection, ABC Waste Disposal, Slit Trench
Operations, Waste Acceptance and Trench Records.
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APPENDIX A - Order No. 2011-388
Docket No. 2000-366-A

May 26, 2011
Page 2 of 2

Chem-Nuclear Systems, LLC
Allowable Costs

Fiscal Year Ending June 30, 2010

Irregular Cost Item

Various Trenches
Decontamination and Corrective Actions
Site Engineering and Drawing Updates
Site Assessments

License Renewal and Appeal Costs
Increased Security Controls
Severance Pay
Other Irregular Costs
Large Component Disposal

Total Irregular Costs

Labor &
Frinqe

$2,745
$2,234
$1,731
$1,081
$5,862

$o
$54

$24,191
$90,063

Non Labor

$71,726
$0

$606
$o

$10
$10,846
$62,199

$3,080
$882,592

Total Cost

$74 471
$2 234
$2 337
$1 081
$5 872

$10 846
$62 253
$27 271

$972 655

$127,961 $1,031,059 $1,159,020
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APPENDIX B - Order No. 2011-388
Docket No. 2000-366-A

May 26, 2011
Page 1 of 1

Chem-Nuclear Systems, LLC
Allowable Costs

Fiscal Year 2010-2011 (Ending June 30, 2011)

Description
Fixed Costs

Labor and Fringe and Non-Labor
Depreciation
Insurance
Equipment Leases and Support
Corporate Allocation (Management Fee/G&A)
Legal Support*

Total Fixed Costs

Irregular Costs

Trench Construction
License Appeal
Corrective Action
Increased Security Controls
Site Engineering Drawings
Site Assessments
Severance Pay
Miscellaneous

Total Irregular Costs

Total Fixed and Irregular Costs

Variable Costs
Variable Labor and Non-Labor Rates

Vault Purchase and Inspection (per vault)
ABC Waste Disposal (per shipment)
Slit Trench Shipment (Offload)
Customer Assistance (per shipment)
Trench Records (per container)

Variable Material Costs (Vault Costs)

Class A Waste (per cubic foot)
Class B Waste (per cubic foot)
Class C Waste (per cubic foot)
Slit Trench Waste (per cubic foot)

* Not subject to statutory operating margin

Allowable Cost

$1,371,044
$51,668

$431,175
$136,176
$560,378
$207,407

$2,757,848

$98,307
$10,000

$5,000
$10,000

$3,0OO
$5,00O

$0
$56,347

$187,654

$2,945,502

$78.98
$1,892.02
$6,83O.62

$46.25
$126.54

$39.81
$41.25
$42.13

$188.23


